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 PN—Paired Nay
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2nd Session Vote No. 274 Page S-10472 Temp. Record

BANKRUPTCY REFORM/Credit Restrictions for Young Adults

SUBJECT: Consumer Bankruptcy Reform Act . . . S. 1301. Grassley motion to table the Dodd amendment No. 3598
to the Grassley/Hatch substitute amendment No. 3559 to the committee substitute.  

ACTION: MOTION TO TABLE AGREED TO, 58-40 

SYNOPSIS: As reported with a substitute amendment, S. 1301, the Consumer Bankruptcy Reform Act, will enact reforms
 to prevent creditors who have the means of paying their debts from unjustly filing for bankruptcy, and will enact
reforms to protect consumers from unfair credit practices.

The Grassley/Hatch substitute amendment would retain the underlying substitute amendment's provisions, would modify the pre-
bankruptcy counseling requirement, and would add provisions relating to business bankruptcies.

The Dodd amendment would make it illegal for anyone under the age of 21 years to get a credit card unless his or her parent
or guardian agreed in writing to assume joint liability for any debts incurred on the card or unless he or she were able to give proof
that he or she had independent means of repaying any debt incurred.

Debate was limited by unanimous consent. After debate, Senator Grassley moved to table the amendment. Generally, those
favoring the motion to table opposed the amendment; those opposing the motion to table favored the amendment.

Those favoring the motion to table contended:

This debate is truly astounding. Many of the very same liberal Senators who say that 12-year-old "young women" should be able
to get abortions without parental consent or even notification are now saying that 18- to 20-year-old "children" should not be able
to get credit cards without their parents' permission. Their concern is that many college students are irresponsible and are piling up
consumer debt that they have difficulty repaying. We note that not everyone goes to college. Millions of Americans are on their own
and working to support their families by age 18 and even younger. It would be demeaning to require these emancipated adults to
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get their parents' permission before they could get credit cards, and in many cases it would be impossible. Passing the Dodd
amendment would result in tremendous hardships for such Americans. People who are just getting started in their working careers
can often suffer temporary setbacks that use up any meager savings they have and that make it necessary for them to borrow money
to get by for a month or two. Credit cards can get the cash that is needed to buy a suit for a job interview, to pay for a car repair,
or just to make rent payments when between jobs. While it is true that some pampered, unemancipated college students irresponsibly
pile up credit card debt, it is also true that many very responsible young adults need access to credit. The Dodd amendment would
deny them that access. We therefore strongly urge our colleagues to reject this amendment.

Those opposing the motion to table contended:

According to the Chicago Tribune, the average college freshman will receive 50 credit card solicitations during his or her first
few months at college. In many cases, a line of credit of $10,000 is offered solely on the basis of a signature and a student
identification card. Credit card companies market aggressively to these kids because they are new customers who have not had credit
before, and because most people are "brand loyal"--they will typically use their first credit card for up to 15 years. One survey of
college students found that 27 percent of them had 4 or more credit cards, 14 percent of them had debt between $3,000 and $7,000,
and 10 percent of them had debt of more than $7,000. Many of these kids cannot handle the debt they are incurring--Americans
under 25 now account for 8.7 percent of all bankruptcy filin gs. This problem is relatively new--the number of such filings has
doubled in the last 5 years. We do not think that it is any coincidence that this surge in bankruptcies parallels the explosion in credit
solicitations of college students. Every State in the country already has set a drinking-age limit of 21 years in recognition of the fact
that people who are 18 to 20 years old may be adults but they still are not mature enough, on average, to drink responsibly. The same
principle should now be applied for obtaining credit cards. The Dodd amendment would not stop young adults who work from
getting credit cards if they could show that they had the independent means needed to repay their debts. It would only apply to non-
working adults, and it would principally apply to non-working college students. This proposal is reasonable and needed. We
therefore oppose the motion to table.


